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Abstract

In this paper, while referring to the Holy Quran and emphasizing on this keypoint that
squandering has been condemned more than usury in Quran, the ways to avoid squandering bank
resources in Rastin Banking are addressed. Some points are stated regarding a better allocation of
bank resources, which are based on the doctrines of ethic economics and have been derived from
humanitarian and Islamic principles. If observance of these principles becomes mandatory through
adoption of series of necessary rules and regulations of granting financial loans through the banks,
squandering bank resources can be avoided, which is one of the main components of investment in
economics.
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Introduction

Ethic economics is an important subject, which has been less attended in new theories of
economics and can have significant positive effects on human lifestyle’. In economics, squandering
means to vitiate resources, which is in contrast to the principle of maximum utilization of resources.
Squandering resources is a kind of wasting resources, but the term “squandering” has a more general
meaning, which includes indulgence in all affairs, whereas the term “wasting” does not encompass
such a conceptual variety. Squandering causes vitiation of some parts of resources.

There are many instances of squandering in behaviors of producer and consumer, some of
which can be found in literatures®. In this paper, we address squandering and overconsumption in the
field of investment. If due to any reason, allocation of resources to investment leads to shortened
lifetime of installations, equipment, buildings, and machineries or in general, all the capital goods, or
if their design or production are performed in such a way that their depreciation are high, or the costs
of other commercial sections, which are in relation to utilization of products, are increased, or in
practice, their production causes the emergence of insufficiencies, environmental degradation, disease
increase, or loss of human lives, it means that we have practically provided the grounds for resource
vitiation through the indulgent consumption of resources.

It must be stated that a vast majority of economic-social subjects, which have been taken by
today’s human as the main topics of his strategic policies, have been already mentioned in the holy
books and the Holy Quran in particular. Among these topics, sustainable development can be
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indicated as one of the major issues, which has been discussed in international assemblies since the
last decades. This subject has been stated in its theoretical and modern form in the 20" century, but its
original concepts have been pointed out in ethic economics and its roots can be clearly observed in the
religious and moral teachings of the Holy Quran. Among these concepts, the subjects of squandering
and overconsumption can be referred”.

As a consequence of squandering resources in investment operations, the lifetime of capital
goods is shortened and the capital replacement occurs more rapidly and such a situation means to
vitiate the society’s resources. In this way, more resources are consumed in order to maintain the
short-term efficiency of businesses. Consumption of resources is equivalent to encountering a higher
demand for resources, which leads to an increase in prices of resources, and therefore, the areas for
other investments will be tightened. Consumption of more resources means to utilize more production
factors and provide less leisure time for human forces. Consequently, fewer products are
manufactured, more labors are hired, more production factors are consumed, more demands for
production factors appear, the prices are increased, and finally, the efficiency and welfare of the
society are decreased. On the other hand, if the resources are employed for the investments that cause
environmental damages, decrease the average lifetime of human beings, or make people more needful
for remedy and treatment; in fact, squandering resources has been shown to be materialized in a
different way.

In this paper, some points regarding a better allocation of bank resources are stated, which are
based on the doctrines of ethic economics and have been derived from humanitarian and Islamic
principles. If observance of these principles becomes mandatory through adoption of necessary rules
and regulations of granting financial loans, squandering bank resources can be avoided, which is one
of the main components of investment in economics. An overview of these points has been provided
in the proposed drafts of bill and executive bylaw of Rastin Banking®. In order to practically
implement these rules, after ratification of this bill, the executive bylaw of Rastin Banking must be
codified by the specialized executive administrations in the government and then, be authorized by the
related authorities.

Squandering Worse than Usury

Raghib Isfahani writes in the definition of overconsumption in Arabic (Tabzir)’ that:
overconsumption reflects the meaning of dispersion and it principally means sowing seeds and is used
for any person, who wastes his/her property. Tabarsi defines overconsumption as dispersion of
property due to squandering and says that its root refers to sowing seeds, with this difference that
overconsumption is accompanied with corruption and spoilage (wastage), and if it is done towards
reformation, it is not called overconsumption.®

Squandering and overconsumption have been clearly negated and condemned in the Holy
Quran. The Holy Quran says: “O children of Adam! Eat and drink: but waste not by excess for
Allah loveth not the wasters”.” And it also says: “It is He who produceth gardens, with trellises
and without, and dates, and tilth with produce of all kinds and olives and pomegranates, similar
(in kind) and different (in variety): eat of their fruits when they fruit, but render the Allah’s
right (dues) that are proper on the day that the harvest is gathered. But waste not by excess: for
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Allah loveth not the wasters”.'” And it states that: “Eat of the good things We have provided for
your sustenance, but commit no excess therein, lest My wrath should justly descend on you: and
those on whom descends My wrath do perish indeed!”'' Also, the Holy Quran states: “And render
to the kindred their due rights, as (also) to those in want and to the wayfarer: but squander not
in the manner of a spendthrift. Verily spendthrifts are brothers of the Satans; and the Satan is
to his Lord ungrateful”.' It forbids: “And follow not the bidding of those who are extravagant;
who make mischief in the land, and mend not (their ways)”."” In the Holy Quran, we observe some
verses such as “But We destroyed those who transgressed beyond bounds”"*, “Truly Allah guides
not one who transgresses and lies!”'"”, and “Transgressors will be companions of the fire!”'®,
which all are the implications of displeasure of God with overconsumption and squandering in
general, and God in no way has permitted this action.

It must be expressed that squandering has been more condemned and is worse than usury. In
the Holy Quran, it has been stated about usury: “That they took usury, though they were
forbidden; and that they devoured men’s substance wrongfully; We have prepared for those
among them who reject faith a grievous punishment” . And it has been added that “O ye who
believe! Devour not usury, doubled and multiplied; but fear Allah; that ye may (really) prosper.
Fear the fire which is prepared for those who reject faith. And obey Allah and the Messenger;
that ye may obtain mercy”.'® Moreover, it has been said that “O ye who believe! fear Allah and
give up what remains of your demand for usury, if ye are indeed believers. If ye do it not, take
notice of war from Allah and His Messenger: but if ye repent ye shall have your capital sums;
deal not unjustly and ye shall not be dealt with unjustly. If the debtor is in a difficulty grant him
time till it is easy for him to repay. But if ye remit it by way of charity, that is best for you if ye
only knew”."” The Holy Quran says: “Those who devour usury will not stand except as stands one
whom the Satan by his touch hath driven to madness. That is because they say: Trade is like
usury, but Allah hath permitted trade and forbidden usury. Those who after receiving direction
from their Lord, desist, shall be pardoned for the past; their case is for Allah (to judge); but

those who repeat (the offence) are companions of the fire: they will abide therein (for ever)”.”
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In the last above-mentioned verse, the usurer has been introduced as a person, who is in touch
with the devil, but in the previously mentioned verses, the waster has been introduced as the brother
of devils. Accordingly, it can be comprehended that squandering has been condemned more than
usury in religion. In the mentioned verses, waster has been presented as a corrupter on the earth, but
usurer has been introduced as a person, who is in the position of announcing war against Allah and his
messenger. The opposition of the first one (waster) has been already converted from a potential
capacity to action, while the opposition of the second one (usurer) has not yet been actualized and is
still in the stage of announcement. This comparison exposes that squandering and overconsumption
have been more condemned than usury. According to the presented verses, if the usurer receives
his/her total lent money and returns the excess part, s’he will be excused, but such a rule does not hold
true for squandering, since in the situation of squandering, the wasted object has been ruined and no
longer exists. All these comparisons imply that squandering and overconsumption have been
condemned more than usury as they seem true logically. In addition, from the theosophical viewpoint,
the result of usury is an illegitimate transfer of one’s money to another and indeed, this transfer is
better than vitiation of money or property as a consequence of squandering, which inhibits other
creatures from its usage.

Prohibition of Squandering in Banking Operations

In Rastin Banking®', banks are obliged to consider the following principles in order to reform
the patterns of resource utilization, product manufacturing and investment, and also to prohibit
squandering and overconsumption and prevent wastage of resources and increase efficiency, which
their harmful economic and social consequences are broader than those of usury. If banks take into
account the following points to reduce their operational costs and facilitate banking services to their
customers, they can consequently enjoy better positions for providing more economical loans by
reducing their expenses:

1. Banks are recommended to mechanize their operational systems.

2. Banks are advised to economize, modify, and secure their operational processes through
reengineering, in order to lower their operational costs and risks.

3. Banks can gradually reduce the number of their physical branches and buy services mutually from
other banks, for making better functioning of banking affairs for their customers and prevent the
irregular multiplicity and congestion of branches.

4. Through providing a suitable context for financial services activities and offering necessary
training, banks can transfer their surplus personnel to the complementary sections of banking
services, in the roles of assessor, trustee, intermediator, broker, investment advisor, valuator,
marketer, publisher, trader, asset manager, financing company, investment fund, ranking institute,
financial data processing institute, accreditation institute, financial IT services institute, etc., in line
with the operational methodologies of Rastin Banking.

Although it is highly recommended for banks to observe the abovementioned points without
legal requirements by the central bank, in order to advise and guide banks, the central bank should
revise the administrative regulations, obtain the approval of the Money and Credit Council, impart the
regulations to banks, and make them obligated to observe these rules.

Prohibition of Squandering in Allocation of Bank Resources

“Sustainable development is development that meets the needs of the present without
compromising the ability of future generations to meet their own needs. It contains within it two key
concepts:

1- The concept of 'needs', in particular the essential needs of the world's poor, to which overriding
priority should be given; and
2- The idea of limitations imposed by the state of technology and social organization on the
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environment's ability to meet present and future needs.””*

In practice, modifying the resource allocation method according to the principles of sustainable
development means to present a pattern for using and consuming resources in banks, while human
needs are obtained and natural environment is preserved in such a way that not only the needs of
human beings at the present time can be satisfied, but also they can be secured in the far futures.

The main issues of sustainable development are typically discussed in the fields of sustainable
production and sustainable consumption®. Sustainable production and consumption means that while
use of goods and services meet principal needs of human beings and improving the quality of life,
utilization of natural resources and poisoning substances, and also production of wastes and pollutants
are minimized, and the needs of the next generations are not endangered**. Sustainable production and
consumption engages economic activities, government, communities, and households, in order to
make them consider the environmental qualities in efficient production, utilization of natural
resources, minimization of wastes, and optimization of goods and services®. The main emphasis of
sustainable production is on the supply side and therefore, the indices of sustainable production can be
generalized to allocation of bank resources for investments. Despite the efforts made at the
international level for defining and applying various criteria for sustainable investment, no specific
standard has been yet established for sustainable investment. However, some criteria have been
presented for sustainable production and consumption®®. Considering this fact that the financing
procedures and financial resource allocation methods are amongst the most important components of
all investment projects and these measures are often actualized through banks, the concepts of
sustainable investment should be attended in allocating resources. The United Nations Division for
Sustainable Development®’ takes the following fields into account for sustainable development:
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International Law Agriculture
International Cooperation for Enabling Atmosphere
Environment Biodiversity
Institutional Arrangements Biotechnology
Land management Capacity-building
Major Groups Climate Change
Mountains Consumption and Production Patterns
National Sustainable Development Strategies Demographics

Oceans and Seas

Desertification and Drought

Poverty Disaster Reduction and Management
Sanitation Education and Awareness

Science Energy

SIDS Systems ecology

Sustainable tourism Finance

Technology Forests

Toxic Chemicals Fresh Water

Trade and Environment Health

Transport Human Settlements

Waste (Hazardous) Indicators

Waste (Radioactive) Industry

Waste (Solid) Information for Decision Making and
Water Participation

Integrated Decision Making

In order to complete the above-mentioned topics, some subjects in connection with sustainable
investment should be explicitly added to them, including construction and housing, infrastructure,
structures, equipment, and machineries, which are among the critical subjects for bank resource
allocations in investments. In order to develop and generalize the above-mentioned sustainable
development criteria to the sustainable investment issues, a series of specific standards and guidelines
regarding the categories and the above topics at national level is inevitable, in order to make them
enforced at the time of allocating and consuming banking resources for investments. In addition to the
above subjects and the proposed categorization, generally in Rastin Banking, banks are obliged™® to
allocate their available financial resources to those projects” that the following points have been
studied in them and the operational solution has been already inserted in the proposal®, in order to
prevent a great amount of squandering in resources:

1. The plan must lead to a reduction in investment, production, distribution, and consumption costs.

The plan should lead to an increase in productivity.

Production lines must generate minimal wastes and defectives or below-standard products.

The quality of produced products in the plan must be at a level that leads to minimal destruction,
disposal, and wastage.

Productive lifespan of the investment should be long.

Lifespan of durable and semi-durable products should be lengthy.

Lifespan of buildings, structures, equipment, and machineries must be long.

The standards for road construction and transportation must be defined in such a way that a better
transportation capability and more traffic can be secured and the lifetime of roads, installations,

hal el

PN

%8 The details have been presented in the following document:

Bijan Bidabad, Azarang Amirostovar, Saeed Abdollahi, Mahmoud Allahyarifard, Eskandar Pordel, Maryam Heidari, Alireza
Shafiei, Mohammad Ali Pourbehrouz, Draft of Rastin Banking Bill, Bank Melli Iran, 2012.
http://www.bidabad.ir/doc/rastin-banking-bill.pdf

¥ _ Project is a collection of economic activities with specified and concrete plan with defined cost and terms for making
profit through Rastin PLS banking offered to PLS bank.

3% proposal is a written document covering a collection of necessary information about the proposed project that describes
analytical justification of the project from economic, technical and financial points of view, with enclosed necessary legal
licenses and documents; which is submitted to Rastin PLS bank by entrepreneur. After evaluation of the bank if be approved,
proposal will be a reference source against entrepreneur executive operations.



and their constructions become lengthened.

9. The necessary considerations for optimal energy and fuel consumption in constructions,
installations, machineries, and products must be observed.

10. The plan must prevent agricultural soil erosion.

11. The plan should reduce the death rate and increase the lifetime of human beings.

12. The plan must cause cleaner production and decrease environmental pollutions.

13. The plan should follow the considerations of sustainable production and consumption.

14. The plan should consider the ecological cycles of industrial production.

15. The plan must prevent incorrect exploitation of mines.

16. The measures for investment future extensions must be addressed in advance and their feasibility
should be considered in the initial design stage.

17. The necessary arrangements and measures for dealing with natural disasters must be predicted
and adopted in advance, i.e., in the design stage.

18. The plan should prevent wastage of resources due to non-optimal combination of production
factors.

19. The required arrangements and provisions to protect the investment and products from any rapid
or gradual corruption derived from environmental factors including temperature, natural
disasters, climatic consequences, and also, from the factors such as rust and corrosion due to
humidity or acidity of weather, must be predicted and applied in advance.

20. In various systems, identical standards for connecting mechanical, electromechanical, electrical,
and electronic machines, systems, parts, and devices should be employed.

21. The useful lifetime of each unperishable industrial part or product should be declared at the time
of production and supply. And producer is responsible (guarantor) against the (direct or indirect)

purchaser for ensuring the lifetime of the part or product during its useful lifetime of the part or
product.

22. Prevent the manufacturer’s technical tricks for selling spare parts, which involve designing and
installing a weak, short-lived sensitive component that leads to the deterioration of other parts in
the machinery.

In order to apply these considerations, in Rastin Profit and Loss Sharing (PLS) Banking®', the
evaluation stages of the project proposal of each plan have been considered different from the current
style. In the conventional banking, the proposals for receiving loans are formal and no commitment is
forced on the credit loans applicants. However, in Rastin Banking, the proposal is a document that
comprehensively addresses the justifiability of the project in terms of the economic, technical, and
financial aspects, and in any case, its provisions are burdened to the entrepreneur”. Details of
economic, technical, and financial assessing procedures of a project proposal are written in the
executive rules and regulations of Rastin Banking. In this method, the entrepreneur should make sure
the accuracy, precision, and conventionality of information, statistics and figures, calculations,
predictions, and estimations in the project proposal. S/he must also present her/his supporting
documents and evidences along with the proposal. The project proposal must essentially have a
detailed schedule of executive operation for complete management of the plan, according to which,
the assessor prepares checklists and surveillance programs to monitor all the physical development
stages of the plan by trustee unit of the bank. Together with the plan’s documents, the necessary
authorizations along with the proposal must be presented to the assessing unit’> by the entrepreneur

3! Rastin Profit and Loss Sharing (PLS) is an activity in Rastin Banking based on participation of depositors in investment
and economic activities of entrepreneur based on real yield of projects in order to land interest-free banking according to
Islamic commandments and ethics.

In Rastin PLS banking, bank is a unit, which allocates resources from depositors to those who look for financing
(entrepreneur) and according to specific contracts; the obtained profit or loss is divided between depositor and entrepreneur.
By receiving commission (Jo/), bank provides capital management services for depositors, and invest their resources
according to their choices and in return, provides them by Rastin PLS banking Certificate. Bank has to use all his specialized
potentialities to protect depositors' rights.

32 _ Entrepreneur is a real person or legal entity who proposes a project to PLS bank for financing through PLS banking
system and executes the project until the end. In addition to have legal, financial, technical and performance capabilities, the
entrepreneur should have the other capabilities and facilities/possibility to carry out the job.

33 _ Assessment unit is a unit in PLS department of Rastin PLS bank which assesses the competence and capabilities of



and assessor must ensure that the above-mentioned points have been fully observed in order to
prevent squandering bank resources.

In Rastin Banking, after assessing stage and approve of the project proposal, the trustee unit™*
of the bank will be responsible for monitoring entrepreneur’s operations in order to prevent the him
from deviating from the approved plan; and in case of deviation from the project proposal contents,
s’he must bear the subsequent costs. Trustee has been defined as a person, which possesses skills,
specialties, tools, equipment, and software and hardware installations required for monitoring the
plan. Both the assessor and trustee must be autonomous in their opinions should be immune from
questioning in terms of staff and official regulations. On the other hand, if some losses are caused by
the faults of the assessor or trustee, these persons will be held responsible for their mistakes™.

The operational and regulatory details of the instances of avoiding squandering bank resources
have not yet been codified for all the sections. Even though some regulations®® consider some
instances of avoiding squandering bank resources, this issue is still insufficient from the investment
point of view and observance of the above-mentioned points. In order to resolve this problem,
executive ministries including Ministry of Industry, Mine and Trade, Ministry of Roads and Urban
Development, Ministry of Agriculture, Ministry of Health and Medical Education, Ministry of
Energy, Department of Environment, Institute of Standards and Industrial Research, Energy
Efficiency Organization, and Municipality must be obliged to codify the regulations required for
execution of the instances of preventing squandering bank resources. After being approved by the
related authorities, they should be sent to the subsidiary units and through the central bank be
enforced to the banks. On the other hand, considering the significance of this issue, it is required that
the Ministry of Science, Research and Technology prepares the syllabuses of educational and research
activities of universities and higher education institutions according to the instances of preventing
squandering bank resources and notifies the universities and subsidiary institutes.
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